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Growth and Effect of Branch Offices *
By F. A. Ross
Prior to a time which may be set at approximately twenty
years ago public accounting was conducted in the United States
by practitioners, either individually or in partnership, whose
business was largely confined to one city and the territory adja
cent to it. Engagements might sometimes require that accountants
be sent to more remote points, but in the main the practitioners of
that day enjoyed only a local practice. This condition has
changed. To some extent during the first ten years of the twenty,
and to a greater extent during the second ten-year period, ac
countants who had begun their practice in one city established
branches, and to-day firms thus organized are represented in a
number of different localities. I have been invited to address this,
the annual meeting of the institute, on this scheme of organiza
tion. Without attempting to deal in detail with growth in indi
vidual cases or with particular effects, I propose to discuss the
matter as one of policy.
In the preparation of this paper, I have had opportunity to
consider a number of criticisms that have been made. They make
a comprehensive list and seem to embody whatever objections
could be urged. Some bear on the merits of the system; some
relate only to individual acts which are justly criticized but do
not constitute necessary faults in the form of organization itself.
The only comment that will be offered at this point is that despite
objections that prima facie appear to be substantial, the policy
is sound and a necessary development in attaining effectiveness
in the relation of public accounting to the business of the country.
In relation to the manner in which business generally is con
ducted to-day, it is a commonplace comment that conditions are
widely different from those which prevailed a quarter century
ago. It was the rule then that the proprietor was the active man
ager and that the scope of his business did not prevent his having
intimate personal acquaintance with all phases of it. Its opera* A paper presented at the annual meeting of the American Institute of Accountants,
at Washington, D. C., September 21, 1920.
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tions came under his own eye. He was familiar with its routine
and with the efficiency of his employees individually. Weaknesses
of method or of performance came directly to his attention. On
the financial side, his requirements for credit were met by his
own banker. The credit he secured was based largely on acquain
tanceship and the standing of his house as judged by the banker.
The establishment of efficient credit departments in banks is
distinctly a modern development. It may be noted in passing
that what is here stated as the old-time basis of bank credit still
prevails in certain sections of the country. There are doubtless
accountants in this audience who could tell moving tales of the
difficulties encountered in building up a practice because of that
very fact.
I do not overlook that the conditions above described obtain
to-day with regard to a very large volume of business, the country
over. But it is equally true that they do not, for another very
large volume. In the case of the latter, neither financing nor oper
ation is local, and it is this change in conditions which makes the
branch-office system in public accounting now necessary, in order
that the demands of present-day business shall be adequately
served.
I note first that the capital this business needs is obtained in
large measure in the financial centers of the country—and not
locally—from commercial banks and investment bankers. Almost
universally the certificate of an accountant is required in connec
tion with the transactions. And it is demanded that the signature
to the certificate be that of accountants whose reputation is estab
lished with the lenders.
The capital thus sought from financial centers is required,
broadly, for two purposes: the one for current working capital,
for which short-term notes are given; the other for permanent
capital, for which long-term securities are issued. In transac
tions of the first kind, the commercial banker or the notebroker is
a party. Transactions of the second kind pass, as a rule, through
the hands of investment bankers. It will be conceded by all ac
countants that the banker’s requirement of the certificate of an
accountant is in the interest of sound business and very directly
in the interest of the accounting profession. It must be conceded,
also, that by some means the qualifications and standing of the
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accountant who certifies to the affairs of the borrower must
be established to the satisfaction of the creditor. The branch-office
policy meets that requirement effectively.
Fundamentally, the standing of an accountant is a matter of
local reputation. If New York be cited as one of the financial
centers where such service as has been described is called for,
it may be said that the weight given there to the certificate of an
accountant is based primarily upon the position he has achieved
by his practice in that city. The acceptance of certificates issued
by branch offices is a result of the confidence in standards and
methods which has been inspired by work well done locally. The
significance of the point is that at bottom the firm with a branch
office organization and the firm whose practice is confined to a
restricted territory are in the same position, in that the accepta
bility of their certificates depends on the reputation enjoyed in
the locality where the certificate is to be used. The firm which
operates branches has simply made that local reputation service
able for business of much broader scope.
The effectiveness of the branch-office system in connection with
financing is not confined to the simple furnishing of a certificate.
The banker often wishes to go behind that. Questions about items
in the statement occur to him. The merchant or manufacturer who
is seeking credit is in New York anxious to complete his arrange
ments and get away. Recourse is had to the New York office of
the accountant, and the questions raised are settled in a few hours.
Such occurrences are frequent and there cannot be any doubt
that the prompt service rendered facilitates the transaction of
the business between the parties.
Further, the firm which operates branches is in a position to
give service in cases of permanent financing that could not be given
in any other way. A case in point may be cited. A company
engaged in the production of oil found it desirable to refinance.
Its operations were in the southwestern field; its bankers in New
York. As occurs not infrequently, the call upon the accountant
was for prompt action. The principal work was done in the
operating office, but close contact with the New York principals
was necessary while the work was in progress. All these require
ments were met promptly and satisfactorily, but that result was
possible only because the New York office of the accountants had
its own people in the territory where the company operated.
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I present the foregoing with the conviction that it demonstrates
that the firm which has branches does in fact render a valuable
service. It is no exaggeration to say that it is a service vital to the
convenient transaction of a large part of the general business of the
country, as conducted in the day in which we live. If the fact
of the service be granted, and the means by which it is accom
plished are still decried, the critic of the means employed must
present an effective alternative method. Such an alternative has
been presented to me in the following words:
There is no reason why firms in other cities having work to
be done in any town or district should not call upon local prac
titioners to cooperate. This would increase the prestige of the
local man and obviate the necessity for a branch office.
It may well be agreed by those who approve the branch-office
policy that in specific cases, and to a limited extent, the results
that are required could be attained under cooperation between the
accountant of the client interested and fellow practitioners in other
localities. But the qualification “to a limited extent” is used ad
visedly. Such cooperation could not suffice for more than a small
proportion of the work done through the agency of the head office
and the branches of a firm so organized.
Take the case of a firm established in New York, which con
ducts well distributed branches. To render in cooperation with
local practitioners the service it can and in fact does render through
its branch-office organization it would have to establish relations
with twenty or thirty individuals or firms scattered throughout
the country. It is not practicable for various reasons. Suppose
this firm be called in by a client one afternoon to take up an
engagement requiring work immediately at, say, five different
points. It occurs often. The accountant, being well informed of
conditions in his branches and in authority over them, can meet
the requirements of the occasion at once. Could he have such
arrangements with independent practitioners as would permit him
to bind them to immediate performance in the same way? And
the point is material, for the modern business man demands just
such service. Again, let any accountant who advocates this method
of doing widespread work consider whether he would choose to
enter upon a course that would make him responsible for the time
and expense charges of several colleagues. Could he reasonably
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expect to handle that phase of the matter so that his client and his
colleagues would be always content? And, again, being directly
responsible to his client for performance as to time, would he be
willing to depend for completion of the work within a time satis
factory on colleagues who then might not be in a position to
meet the requirements in this respect?
These are points of detail, but satisfactory results from coop
eration between independent practitioners would depend on avoid
ance of friction in a great many points of detail. As a practical
matter there is little prospect that it could be accomplished.
But the principal reason why such cooperation is not practi
cable on an extended scale is not so tangible. Given accountancy
work where there must be cooperation between the office of an
accountant in, say, New York and accountants in one or more
other parts of the country, it is essential to the best service that
the cooperation be between men who are permanently associated.
Even where there is equality with regard to knowledge of princi
ples, standards of practice and breadth of experience, accountants
who practise independently develop different methods and habits of
thought. Those who are permanently associated come to the
same way of looking at things. When it is necessary to work
together they “speak the same language.” And in a large volume
of the work where a head office and branch offices are concerned
this is essential to satisfactory performance. In special cases co
operation between independent practitioners may be practicable.
In the day-to-day work of the firms we are considering a unity
of thought and methods of work which can be obtained only by
continuous association is required.
To this point emphasis has been laid on the ability of firms of
accountants which conduct branches to render service in con
nection with financing. It is advantageous in other respects to
firms and corporations which, like the accountants we are dis
cussing, also operate through branches. In the modem develop
ment of business, this form of organization has come to be widely
used, and for various reasons. Manufacturers have recourse to
it for reasons connected with the supply of raw material and
labor; jobbers, in the regular expansion of their business, for con
venience of distribution, equalization of freight costs and like
considerations. Where retailers are widely spread there is usually
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something distinctive about their business. One specializes in
one kind of merchandise; another builds up business on the basis
of a uniform, moderate price for everything sold, and another
establishes a large number of general merchandise stores and
brings to the people of the communities served the benefits derived
from buying on a large scale. But whatever be the reasons for the
establishment of branches by business houses, it is a fact that it
is a common form of business organization. It is something to
be desired in the interests of accountancy as a whole that the pro
prietors of businesses so organized shall value and employ the ser
vices of accountants, whether for the installation of uniform
systems, periodic audits or other work.
There are three possible methods under which work of this
scope could be undertaken: by the cooperation between indepen
dent practitioners I have discussed, by the accountant who con
trols the business sending men from his one office, or through
the branch-office scheme of organization. As to cooperation of col
leagues I maintain that the arguments presented in relation to
financing apply with even greater force where the object of the
work is to serve the client in connection with other phases of his
business. To me it seems self-evident that better results must
be possible when the work at several points is directed by one head,
with definite authority over all engaged upon it.
I have recognized that widespread work might possibly be
handled from one central office but am not disposed to give serious
consideration to it. It could be done, but all that could be accom
plished by that means can be accomplished more quickly, more
economically and more efficiently through branch offices. The
accountant who undertakes such work can serve his client best by
maintaining at well-selected points representatives who become
familiar with people and conditions in their territories and are
available for consultation and for information when questions
arise, as they often do, after the immediate work has been accom
plished.
A firm with branches well distributed includes in its organiza
tion representatives who in the course of practice acquire familiar
ity with enterprises peculiar to their localities and the distinctive
characteristics which the accountant must know if he is to deal
with them intelligently. Through the close intercourse which
257
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prevails between those associated in these firms this specialized
knowledge spreads throughout the organization; and clients in the
principal centers thus have at their command a service which meets
their needs and in the nature of the case the local practitioner
cannot give.
Examples of industries with distinctive characteristics are:

Oil producing and refining—in Texas and Oklahoma.
Grain—in the territory between the Mississippi river and the
mountains.
Copper mining and smelting—in the mountain states.
Shipping—in the seaboard towns.
Coal mining and steel manufacture—in distinct sections of
the country.
Cotton mills—in the north and south Atlantic states.

It is conceivable that in this particular connection a local
practitioner might feel that a field which he had made his own
by long application is encroached upon unwarrantably. But look
ing to the welfare of the profession as a whole it must be granted
that it is best fostered by the ability to respond promptly and
efficiently to the demands of the business world. If only some
particular form of organization makes the best service possible,
it is to the interest of the profession at large that that form of
organization exist. Immediate benefit to the local practitioner may
not be evident. There may be individual instances that afford
ground for complaint; but whatever tends to dignify accountancy
in the esteem of the business community and broadens the demand
for the services of accountants results in the end in advantage
to practitioners wherever situated. And I maintain that the branch
office policy comes within the range of that statement.
I have mentioned that in the preparation of this paper I had
before me criticisms that have been made of the branch-office
system. These will now have consideration. It has been said that
branch offices are undesirable because
There are always local accountants in cities large enough to
attract branch offices. Such local accountants are probably mem
bers of the institute or, at any rate, certified public accountants.
The establishment of a branch office of a large firm militates
against the development of the local practitioner.

No advocate of the branch-office system can regard this ob
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jection with indifference. If it be true, it must evoke sympathetic
consideration, as being what is considered a just grievance by those
who feel that they suffer because of the conditions. But it cannot
be admitted that even if true the objection can be final as against
the system. If by the operation of branch offices a service is given
to the business world which cannot be attained by any other
means, then that consideration is paramount. The profession
must keep abreast of the demands upon it or sacrifice something
of its prestige.
It may well be questioned, however, whether the objection is as
substantial as it may appear to be. Certain demands can be met
adequately only by accountants with widespread organizations,
and by ability to meet these demands the work of the profession
as a whole enjoys a prestige it could not otherwise achieve. In
the final result the local practitioner benefits from this condition,
as well as the larger firm.
It is said also that branch offices are undesirable because

(1)
(2)
(3)

(4)
(5)

The opening of a branch office involves an effort to establish
a clientele. Branch offices may go to extremes in efforts
to attract clients.
In some cases representatives of firms which make a spe
cialty of the introduction of systems have opened offices,
introduced systems and moved on before the aftermath.
Branch office managers are frequently guilty of condescen
sion toward local practitioners and adopt an air of supe
riority not always justified.
Employees of local practitioners are frequently approached
by representatives of larger firms and offered inducements
to leave their employers.
In a few cases representatives of large firms have attempted
to intimidate clients of other accountants by threat of
financial pressure from holders of the client’s commercial
paper.

None of these faults is inherent in the branch-office system.
I am concerned only to present the case for that—not to defend
an impolitic or improper course pursued by individuals. If the
question were to be discussed on that plane, the large firm could
cite objectionable practices by local practitioners. We need not
hesitate to confess that there is room for improvement with regard
to various conditions that exist in the profession, and it is a matter
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for gratification that the council of the institute is working con
sistently for better things in all respects.

Other criticisms that have been made are these:
The larger the practice and the greater its scope, the less
possibility there can be of personal contact of client and
practitioner.
(2) Reports prepared by a branch office are not always reviewed
by members of the firm, and such a condition tends to
commercialism.
(3) The head office cannot supervise the activities of branch
office managers. Bad work and unethical conduct may
go unnoticed for some time.
(4) Large firms with many branch offices may send inferior
assistants to do branch-office work. The result may be
superficial and hasty service which would tend to depre
ciate the value of all accounting service.

(1)

These objections are more closely relevant to the merits of the
case than those cited just previously, and they demand more par
ticular consideration.
The objection regarding loss of personal contact assumes that
it must necessarily be between a principal in the accounting firm
and the client. As against this, experience demonstrates that all
requirements of the situation are adequately met when the inter
ests of the firm are in the hands of a well chosen representative,
directed and controlled by a partner. If that were not true the
branch-office system would fail because of an insuperable defect.
That it does not so fail is proof that this particular objection does
not touch upon something fundamental.
The other three objections involve the effective control of the
operations of their branch offices by the principals in the firm.
With regard to this I assert that there may be built up under the
branch-office policy an organization against which these objec
tions cannot justly be urged. By the training of the men who
are to represent the firm in different localities; by a district organ
ization which secures effective supervision over all offices by a
partner in the firm; by building up a good morale throughout the
organization, it is feasible to attain a standard of practice creditable
to the profession and consistent with ideals of a high order.
It need not be contended that in practical operation the system
as it is followed to-day is without faults. But the emphasis is to
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be placed on the service it in fact gives; and the ultimate question
involved is one not to be answered by factitious objections, but
on broader lines. That question is whether the objections which
can be urged have enough merit to condemn the system. The
answer must be No. Any weaknesses that appear in it should be
remedied. The operation of the system must and can be according
to high standards. But there is no substitute that can provide so
adequately for that which the branch-office system accomplishes.
If justification is really necessary, it is to be found in the service
the policy makes possible.
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